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Eradication Loan Program. The regula-
tions in this part are applicable to ap-
plicants, borrowers, and other parties 
involved in the making, servicing, and 
liquidation of these loans. The pro-
gram’s objective is to assist producers 
and state government agencies in the 
eradication of boll weevils from cotton 
producing areas. 

§ 771.2 Abbreviations and definitions. 

The following abbreviations and defi-
nitions apply to this part: 

(a) Abbreviations: 
APHIS means the Animal and Plant 

Health Inspection Service of the United 
States Department of Agriculture, or 
any successor Agency. 

FSA means the Farm Service Agency, 
its employees, and any successor agen-
cy. 

(b) Definitions: 
Extra payment means a payment de-

rived from the sale of property serving 
as security for a loan, such as real es-
tate or vehicles. Proceeds from pro-
gram assessments and other normal op-
erating income, when remitted for pay-
ment on a loan, will not be considered 
as an extra payment. 

Non-profit corporation means a private 
domestic corporation created and orga-
nized under the laws of the State(s) in 
which the entity will operate whose 
net earnings are not distributable to 
any private shareholder or individual, 
and which qualifies under the Internal 
Revenue Service code. 

Restructure means to modify the 
terms of a loan. This may include a 
modification of the interest rate and/or 
repayment terms of the loan. 

Security means assets pledged as col-
lateral to assure repayment of a loan 
in the event of default on the loan. 

State organization means a quasi-state 
run public operation exclusively estab-
lished and managed by state and/or 
non-state employees, with all employ-
ees currently dedicated to the specific 
task of eliminating the boll weevil 
from the cotton growing area of the 
state. 

§ 771.3 [Reserved] 

§ 771.4 Eligibility requirements. 

(a) An eligible applicant must: 

(1) Meet all requirements prescribed 
by APHIS to qualify for cost-share 
grant funds as determined by APHIS, 
(FSA will accept the determination by 
APHIS as to an organization’s quali-
fication); 

(2) Have the appropriate charter and/ 
or legal authority as a non-profit cor-
poration or as a State organization 
specifically organized to operate the 
boll weevil eradication program in any 
State, biological, or geographic region 
of any State in which it operates; 

(3) Possess the legal authority to 
enter into contracts, including debt in-
struments; 

(4) Operate in an area in which pro-
ducers have approved a referendum au-
thorizing producer assessments and in 
which an active eradication or post- 
eradication program is underway or 
scheduled to begin no later than the 
fiscal year following the fiscal year in 
which the application is submitted; 

(5) Have the legal authority to pledge 
producer assessments as security for 
loans from FSA. 

(b) Individual producers are not eligi-
ble for loans. 

§ 771.5 Loan purposes. 
(a) Loan funds may be used for any 

purpose directly related to boll weevil 
eradication activities, including, but 
not limited to: 

(1) Purchase or lease of supplies and 
equipment; 

(2) Operating expenses, including but 
not limited to, travel and office oper-
ations; 

(3) Salaries and benefits. 
(b) Loan funds may not be used to 

pay expenses incurred for lobbying, 
public relations, or related activities, 
or to pay interest on loans from the 
Agency. 

§ 771.6 Environmental requirements. 
No loan will be made until all Fed-

eral and state statutory and regulatory 
environmental requirements have been 
complied with. 

§ 771.7 Equal opportunity and non-dis-
crimination requirements. 

No recipient of a boll weevil eradi-
cation loan shall directly, or through 
contractual or other arrangement, sub-
ject any person or cause any person to 
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be subjected to discrimination on the 
basis of race, religion, color, national 
origin, gender, or other prohibited 
basis. Borrowers must comply with all 
applicable Federal laws and regula-
tions regarding equal opportunity in 
hiring, procurement, and related mat-
ters. 

§ 771.8 Other Federal, State, and local 
requirements. 

(a) In addition to the specific require-
ments in this subpart, loan applica-
tions will be coordinated with all ap-
propriate Federal, State, and local 
agencies. 

(b) Borrowers are required to comply 
with all applicable: 

(1) Federal, State, or local laws; 
(2) Regulatory commission rules; and 
(3) Regulations which are presently 

in existence, or which may be later 
adopted including, but not limited to, 
those governing the following: 

(i) Borrowing money, pledging secu-
rity, and raising revenues for repay-
ment of debt; 

(ii) Accounting and financial report-
ing; and 

(iii) Protection of the environment. 

§ 771.9 Interest rates, terms, security 
requirements, and repayment. 

(a) Interest rate. The interest rate will 
be fixed for the term of the loan. The 
rate will be established by FSA, based 
upon the cost of Government bor-
rowing for instruments on terms simi-
lar to that of the loan requested. 

(b) Term. The loan term will be based 
upon the needs of the applicant to ac-
complish the objectives of the loan pro-
gram as determined by FSA, but may 
not exceed 10 years. 

(c) Security requirements. (1) Loans 
must be adequately secured as deter-
mined by FSA. FSA may require cer-
tain security, including but not limited 
to the following: 

(i) Assignments of assessments, 
taxes, levies, or other sources of rev-
enue as authorized by State law; 

(ii) Investments and deposits of the 
applicant; and 

(iii) Capital assets or other property 
of the applicant or its members. 

(2) In those cases in which FSA and 
another lender will hold assignments of 
the same revenue as collateral, the 

other lender must agree to a prorated 
distribution of the assigned revenue. 
The distribution will be based upon the 
proportionate share of the applicant’s 
debt the lender holds for the eradi-
cation zone from which the revenue is 
derived at the time of loan closing. 

(d) Repayment. The applicant must 
demonstrate that income sources will 
be sufficient to meet the repayment re-
quirements of the loan and pay oper-
ating expenses. 

§ 771.10 [Reserved] 

§ 771.11 Application. 
A complete application will consist 

of the following: 
(a) An application for Federal assist-

ance (available in any FSA office); 
(b) Applicant’s financial projections 

including a cash flow statement show-
ing the plan for loan repayment; 

(c) Copies of the applicant’s author-
izing State legislation and organiza-
tional documents; 

(d) List of all directors and officers of 
the applicant; 

(e) Copy of the most recent audited 
financial statements along with up-
dates through the most recent quarter; 

(f) Copy of the referendum used to es-
tablish the assessments and a certifi-
cation from the Board of Directors that 
the referendum passed; 

(g) Evidence that the officers and em-
ployees authorized to disburse funds 
are covered by an acceptable fidelity 
bond; 

(h) Evidence of acceptable liability 
insurance policies; 

(i) Statement from the applicant ad-
dressing any current or pending litiga-
tion against the applicant as well as 
any existing judgments; 

(j) A copy of a resolution passed by 
the Board of Directors authorizing the 
officers to incur debt on behalf of the 
borrower; 

(k) Any other information deemed to 
be necessary by FSA to render a deci-
sion. 

§ 771.12 Funding applications. 
Loan requests will be processed based 

on the date FSA receives the applica-
tion. Loan approval is subject to the 
availability of funds. However, when 
multiple applications are received on 
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